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Attorney:  Patri ck Kusi ak Sponsor:

SUBJECT: Enpl oyer And Enpl oyee Public Transit Passes Credit/ San D ego County

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of bill as
introduced/amended

AMENDMENTSIMPACT REVENUE. A new revenue estimateis provided.

AMENDMENTSDID NOT RESOLVE THE DEPARTMENT’'S CONCERNS stated in the previous analysis of bill as
X amended 4/10/2000 .

X FURTHER AMENDMENTS NECESSARY .

DEPARTMENT POSITION CHANGED TO
X REMAINDER OF PREVIOUSANALYSISOF BILL ASAMENDED  4/10/2000  STILL APPLIES.
OTHER - See comments bel ow.

SUWVARY OF BI LL

Under the Personal |Inconme Tax Law (PITL) and Bank and Corporation Tax Law
(B&CTL), this bill would allow a credit equal to 40% of the cost paid or incurred
by an enpl oyer for subsidizing public transit passes for enployee transportation
in San Di ego County.

Under the PITL, this bill also would allow a credit to an enpl oyee of either 40%
or 20% of the cost paid or incurred for subsidizing public transit passes, as
defined under the enployer credit described above. The applicabl e percentage
woul d depend on the nunber of days the enpl oyee uses mass transit in San Di ego
County (80 days to qualify for the 40%credit or 40 days to qualify for the 20%
credit).

This bill would al so make changes under uncodified |law. These changes do not
affect the departnent and are not discussed in this anal ysis.

SUMVARY OF AMENDMENT

The June 13, 2000, amendments clarified that the enployer nust be l|ocated in a
redevel opment area or a high density enpl oynent area.

The anendnents al so specified that the high density enpl oynent area includes the
cities of Carlsbad, Centre City, Coronado, Mra Mesa, OQtay Mesa, and Sorrento
Val | ey.

The departnment's analysis of the bill as anmended April 10, 2000, still applies.
The inplenentati on and technical considerations are provi ded bel ow for
conveni ence.
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| MPLEMENTATI ON CONSI DERATI ONS

This bill provides authority under the Revenue and Taxation Code for the City of
San Diego to designate “redevel opnment areas” but does not establish any criteria
in the Revenue and Taxati on Code or el sewhere for making such a designation

This bill does not define what constitutes “increased traffic congestion,”

“enmpl oyed,” or a “high nunber” of individuals. The lack of definition could |ead
to di sputes between taxpayers and the departnment regarding the correct
interpretation of these terns.

The provision in this bill that would allow an enpl oyee a different credit anount
based on the nunmber of days the transit pass is used would be difficult if not

i mpossible to administer. The enpl oyee-taxpayers woul d have no way of verifying
the actual nunber of days nass transit was used. Wthout a verification

nmechani smin place, taxpayers may claimthe 40%credit regardl ess of how many
days mass transit was used.

The bill limts the enployee credit to an enpl oyee as defined in the enpl oyer
credit. However, the enployer credit specifically excludes governnental
enpl oyers. It is unclear whether anobunts paid or incurred by a governnenta

enpl oyee for the purchase of a subsidized public transit pass would be eligible
for the enpl oyee credit.

This bill would provide an unlimted carryover period for excess credit anounts.
Credits with unlimted carryover periods nmust be naintained on tax forms and
systens even when the credit has expired. Since tax credits usually are used
within eight years, npbst recently enacted credits contain limted carryover
period provisions, generally eight or ten years.

TECHNI CAL CONSI DERATI ONS

The definition of “transit pass” would require the mass transit vehicle to be
“in” a redevel opnent area. Amendnents 2 and 3 would ensure the credit is allowed
for transit passes used to conmute to and from enpl oynent in a redevel opnent
area, rather than nerely for riding mass transit through a redevel opnent area.

This bill contains a date inconsistency between the enployer credit under the
PITL and the enpl oyee credit under the PITL and the enployer credit under the
B&CTL. To nmmintain consistency, the author may w sh to change the PITL enpl oyer
credit operative date to January 1, 2001, as proposed in attached Anendnent 1.
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Anal yst Christy Keith
Tel ephone # 845- 6080
At t or ney Patri ck Kusi ak

FRANCHI SE TAX BOARD S
PROPCSED AMENDIVENTS TO SB 1754
As Amended June 13, 2000

AVENDMENT 1

On page 2, line 9, strikeout “2000” and insert:
2001

AVENDMENT 2

On page 3, line 17, before “in” insert:

to and froma place of enploynent |ocated

AMENDMENT 3
On page 5, line 1, before “in” insert:

to and froma place of enploynent |ocated



